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Introduction 
 
There is abundant evidence that the Rising Powers – especially the BRICS bloc of Brazil, 
Russia, India, China and South Africa- are engaged in subimperialism instead of anti-
imperialism, as the ascendant ruling classes aim to join the system rather than change it. 
Nowhere is this more true than in the weakest of the BRICS, where on the one hand we can 
observe subservient links between Pretoria and Washington (Bond 2003), and on the other 
hand, observe Johannesburg’s mining, financial, manufacturing, construction and retail 
corporations’ drive up-continent, facilitated by the New Partnership for Africa’s 
Development (Bond 2005). Seen from this perspective, subimperialism entails: 
 

• open advocacy and practice of neoliberalism in local economic policy terms (‘There 
Is No Alternative’), albeit sometimes with a tokenistic welfarist component to 
diminish the socio-political insecurity that results from state-services shrinkage; 

• legitimation of the Washington Consensus ideology and its multilateral institutions 
(most recently with respect to recapitalization of the International Monetary Fund),  

• service as a regional platform for accumulation drawn from hinterland neighbours; 

• playing the ‘deputy sheriff’ function in regional geopolitical terms; and 

• engaging in confusing (and often confused) ‘talk left, walk right’ moves in foreign 
policy so that a faux critique of the North/West accompanies practical conciliation 
with the overall reproduction of world power systems.  

 
Although this paper focuses on the first of these components of subimperialism, there is 
enormous harm done in all these respects, as we see in the case of South Africa. The 
country’s 1990s emergence from an apartheid ‘laager’ (sanctions) is a story of the 
transition from racial to class systems of dominant exploitation. The deracialization of 
apartheid entailed an elite transition (Bond 2005) of white Afrikaner political rulers to 
black in Pretoria, with Johannesburg’s white English-speaking capitalists retaining overall 
control of the economy. The agenda of the most powerful white (and a few black) 
capitalists was to move their capital stocks and flows offshore, especially after 2000 when 
the largest firms shifted headquarters abroad, leaving the current account in deficit (Figure 
1), thus warranting The Economist’s risk ranking of SA as worst of 17 peers (Figure 2). 
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Figure 1: Current account deficit worsens after 2001

 
Figure 2: Economist risk rating, 2009   
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With that degree of risk, no wonder that South Africa had the second highest prevailing 
nominal interest rate in the world, after Greece, by 2011 (Figure 3). And to cover the huge 
outflow of profits and dividends, South Africa’s debt/export ratio soared (Figure 4). 
 
Figure 3: Comparative interest rates 

 
Figure 4: SA’s foreign debt 
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And no wonder that SA’s currency has crashed by more than 15 percent on six separate 
occasions: 1996, 1998, 2001, 2006, 2008 and 2011 (Figure 5, I-Net Bridge, 2010), probably 
the worst record over the last fifteen years experienced in any medium or large country. 
 
Figure 5: Currency crashes: SA rand/US$ 

 
 
Deep-rooted crisis tendencies 
 
Consider the roots of the problems, since so many treat the financial meltdown the world 
suffered in 2008-09 as merely a short-term bubble-burst. Like the deeper disease afflicting 
the world economy, South Africa’s problems are not new, for the long-term economic 
decline can be traced to a 1970s-80s crisis of ‘overaccumulation’ and falling corporate 
profits (Figure 6, Nattrass 1994) that closely resemble the trend in the United States 
(Figure 7, Dumenil and Levy 2005). This crisis was, of course, instrumental in ending 
apartheid; related factors were tightened financial sanctions and rising class and social 
struggles. A crucial point was mid-1985 when (after extensive local unrest and 
international solidarity) major New York and London banks withdrew lines of credit from 
the apartheid regime; the stock market was closed; exchange controls were imposed, and a 
US$13 billion default was declared. The anti-apartheid struggle was repressed for a few 
years but was re-asserted in 1989, leading to Mandela’s release from prison in 1990 and to 
a democratic election in 1994.  
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Figure 6: Apartheid SA’s falling corporate profit rate 

 
 
Figure 7: Falling US corporate profit rate 
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The cost of the temporary displacement of the crisis in the period 1994–2008 was an elite 
political deal, one crucial part of which was the ANC’s adoption of financial and trade 
liberalization, leading to extreme capital flight and financialization of the economy (Bond 
2005). Neoliberal policies were adopted, leading to an even worse income distribution than 
when apartheid ended. Unemployment soared and social protest rose after 2000 to levels 
among the world’s highest, per capita, with police measuring 5,000–10,000 protests per 
year from 2004 onward (Mottiar and Bond 2011). Influenced by the global financial 
meltdown and economic contraction, South Africa’s real estate market began a long-
overdue correction after the local currency and financial markets crashed in late 2008. 
Although, like elsewhere, they subsequently recovered after March 2009, further real 
estate decline resumed after the 2010 World Cup boost (Figure 8), and the Johannesburg 
Stock Exchange closely tracked that of New York, including the mid-2011 crash (Figure 9).  
 
Figure 8: Ongoing house price corrections     

 
Figure 9: JSE, US and Euro share prices  
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Unemployment worsened and, even into the first quarter of 2012, when most other 
countries showed job growth in nominal recoveries, continued to rise in South Africa. Not 
even excessive local credit expansion (Figure 10) or the boost in infrastructure spending 
associated with ten new or refurbished World Cup stadia could restore economic sectors 
whose 2000s ‘success’ was the world’s highest real estate bubble (389 percent larger in 
2008 than in 1997, double the height of second place Ireland’s bubble, Figure 11). 
 
Figure 10: Debt drove SA ‘economic miracle’ 
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Figure 11: SA’s relative real estate bubble, 1997-2008, % change in comparison to 

others measured by The Economist 

 
 
By 2010, with unemployment still at a near-record level, a corporatist macro-micro policy 
orientation was introduced in the ‘New Growth Path’ (Republic of South Africa 2010). The 
most honest description of the limits of the existing neoliberal framework came from 
Trade/Industry Minister Rob Davies (2010), who identified inherited distortions in a 
February 2010 speech:  
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South Africa’s recent growth was driven to too great an extent by unsustainable 
growth in consumption, fuelled by credit extension. Between 1994 and 2008 
consumption driven sectors grew by 7.7 percent annually, compared with the 
productive sectors of the economy that grew by only 2.9 percent annually. This has 
meant that even at the peak of our average annual growth – 5.1 percent between 
2005 and 2007 – unemployment did not fall below 22.8 percent. Manufacturing – 
which constitutes a sizeable chunk of our value added production – has not enjoyed 
sufficient dynamism. This is mainly because the relative profitability of 
manufacturing has been low as a result of a number of factors. These include:  
· A volatile and insufficiently competitive currency;  
· The high cost of capital relative to our main trading partners; particularly that 

channeled towards value-added sectors such as manufacturing, resulting in a too 
limited allocation of capital to these sectors;  

· The monopolistic provision and pricing of key inputs into manufacturing;  
· An aged, unreliable, and expensive infrastructure system;  
· A weak skills system; and  
· The failure to adequately leverage public capital and other large and repetitive 

areas of public expenditure. 
The negative, unintended consequences of this growth path are manifold: they 
include large and unsustainable imbalances in the economy, continued high levels of 
unemployment and a large current account deficit. These weaknesses have been 
exacerbated by the global recession.  
 

Is this dire diagnosis complete? Are there further ways to identify problems that, in turn, 
alert us to solutions? Has Davies left out crucial elements of financial bubbling, generalized 
overcapacity, and the inequality/unemployment factor? 
 
Tracing trouble to the transition 
 
The context is vital, dating to the early 1990s transition to democracy when neoliberalism 
as an overarching philosophy was adopted by the late apartheid regime. The period was 
marked by several policy shifts away from 1980s-era sanctions-induced dirigisme carried 
out by verligte (enlightened) Afrikaner economic bureaucrats in the finance ministry and 
central bank (econocrats), once the influence of the militaristic securocrats faded and the 
power of white English-speaking business rose during the 1990–1994 negotiations. This 
period included South Africa’s longest depression (1989–1993), itself exacerbated by the 
adoption of extreme monetarism (a rise of 12 percent in the real interest rate from 1988–
1989) and the first stages of state-enterprise privatization. Finally, in late 1993, the last 
touches were put on what might be termed the elite transition to democracy, and a great 
many steps to liberalize trade, finance, investment, and labor markets quickly followed 
(Bond 2005).  
 
The transition from apartheid assisted elite (white and black) accumulation, as long-
standing African National Congress (ANC) promises to nationalize the banks, mines, and 
monopoly capital was dropped; Nelson Mandela agreed to repay US$25 billion of inherited 
apartheid-era foreign debt; the central bank was granted formal independence in an 
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interim constitution; South Africa joined the General Agreement on Tariffs and Trade on 
disadvantageous terms because Pretoria’s application for developing country status was 
rejected by U.S. Trade Representative Ron Brown; and the International Monetary Fund 
provided a US$850 million loan with standard Washington Consensus conditions attached, 
including reducing wages and maintaining a high interest rate. Soon after the first free and 
fair democratic elections, won overwhelmingly by the ANC, privatization began in earnest; 
financial liberalization took the form of relaxed exchange controls; and interest rates were 
raised to a record high (often double-digit after inflation was discounted) (Figure 12). By 
1996, a neoliberal macro-economic policy was formally adopted, and from 1998 to 2001, 
the ANC government granted permission to South Africa’s biggest companies to move their 
financial headquarters and primary stock market listings to London, representing an 
extraordinary case of capital strike that left reinvestment in South Africa at a durably low 
rate (Figure 13).  
 
Figure 12: SA’s record high real interest rates 
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Figure 13: Declining corporate Gross Domestic Fixed Investment 

 
 
Financialisation and uneven development 
 
Sustaining the subsequent property and financial bubble was due to two sources: residual 
exchange controls that limit institutional investors to 15 percent offshore investments and 
restrict offshore wealth transfers by local elites, and a false sense of confidence in macro-
economic management. The often-repeated notion is that under Finance Minister Trevor 
Manuel, macro-economic stability was achieved. Yet no other emerging market had as 
many currency crashes (15 percent in nominal terms) over that period: South Africa’s 
crashes happened in early 1996, mid-1998, late 2001, late 2006, late 2008 and mid-2011. 
The Economist (February 25, 2009) ranking of South Africa as the most ‘risky’ of 17 
emerging markets was because corporate/white power had generated an enormous 
balance of payments’ deficit due to outflows of profits/dividends to London and Melbourne 
financial headquarters.  
 
To cover the current account deficit, a vast new borrowing spree began, with foreign debt 
rising from US$25 billion in 1994 to nearly US$80 billion by late 2008 and US$125 billion 
by 2012. Moreover, consumer credit had drawn in East Asian imports at a rate greater than 
South African exports, even during the commodity price bubble of 2002–2008. If there was 
a factor most responsible for the 5 percent GDP growth recorded during most of the 2000s, 
by all accounts, it was consumer credit expansion, with household debt to disposable 
income ratios soaring from 50 percent to 80 percent from 2005 to 2008 (Figure 14), 
whereas overall bank lending rose from 100 percent to 135 percent of GDP (Figure 15).  
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Figure 14: Rising consumer debt 

 
 
Figure 15: Bank lending rose to all-time highs 
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Credit overexposure began to become an albatross, however, with non-performing loans 
rising from 2007 by 80 percent on credit cards and 100 percent on bonds compared to the 
year before, and full credit defaults as a ratio of bank net interest income rising from 30 
percent at the outset of 2008, to 55 percent by the end of the year (South African Reserve 
Bank 2009) (Figure 16).  
 
Figure 16: Non-performing credit card and mortgage bond loans  

 
 
By late 2010, the main state credit regulator, Gabriel Davel (2011: 1), registered ‘impaired’ 
status for 8.3 million South African borrowers, a rise from 6.1 million impaired borrowers 
in 2007 (Figure 17): ‘There are a variety of mechanisms through which the ‘reckless lender’ 
can transfer the cost of default to its competitors. For instance, by applying coercive 
collection mechanisms, it ensures that its payment get prioritized and that the client 
default elsewhere, or cut back on household expenditure, school fees etc.’  



14 

 

 
Figure 17: Impaired credit affects millions more consumers 

 
 
A Keynesian reprieve? 
 
Although the decline in corporate tax revenue drove the budget deficit to a near-record 7.6 
percent of GDP in 2009 and a bit less in 2010, South Africa was not pursuing a classical 
Keynesian strategy (Figure 18). The state was instead carrying through with massive (often 
irrational) construction projects contracted years earlier, such as the World Cup stadia. 
Anticipated increases in state spending based on ruling party promises – especially for job 
creation (500,000 new jobs were promised, but, in fact, 2009–2010 would see 1.3 million 
job losses) and the launch of a National Health Insurance – were deferred by the new 
finance minister, Pravin Gordhan (2009), in his 2009 and 2010 budget speeches. Only in 
mid-2011 was the health plan proposed as a Green Paper, with a still-delayed start and 
many loopholes that would allow the private sector to continue health financing for the 
wealthy. As another reflection of a weak commitment to a post-apartheid welfare state, the 
share of social spending in the total budget only rose from around 50 percent during the 
mid-1990s to 57 percent at the peak of the crisis, boosted only by social grant transfer 
payments mainly to the elderly and single mothers (Figure 19) (International Monetary 
Fund, 2010).  
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Figure 18: Brief Keynesian intervention 

  
Figure 19: Measly increases in social spending during 2000s 
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The huge bubble in energy resources (including coal), minerals, cash crops, and land 
disguised the extent of vulnerability for countries like South Africa, and indeed the early 
2000s witnessed increasing optimism that the prior (late 1990s) emerging markets 
currency crises could have been overcome within the context of the system, simply through 
strategic bailouts and ever faster liberalization. Moreover, even before the resources boom, 
by 2001, the rate of profit for large South African capital was restored from an earlier 
downturn from the 1970s to the 1990s, to the ninth highest rate amongst the world’s major 
national economies (far ahead of the U.S. and China) (Citron and Walton 2002). 
 
But resurgent corporate profits were not a harbinger of sustainable economic development 
in South Africa as a result of persistent deep-rooted contradictions (Republic of South 
Africa Department of Trade and Industry 2009, Legassick 2009, Loewald 2009):  
 

• as noted, with respect to stability, the value of the Rand crashed (against a basket of 
trading currencies) six times, which is the worst record of any major economy and 
reflects the vulnerability of South Africa regarding international financial markets 
due to steady exchange control liberalization (there was a loosening of currency 
controls on 30 occasions starting in 1995);  

• South Africa witnessed GDP growth during the 2000s, but this fact did not take into 
account the depletion of non-renewable resources – if this factor plus pollution 
were considered, South Africa would have a net negative per person rate of national 
wealth accumulation (of at least US$2 per year), according to the World Bank (2006: 
66);  

• South Africa’s economy became much more oriented to profit-taking from financial 
markets than to production of real goods, in part because of extremely high interest 
rates, especially from 1995 to 2002 and from 2006 to 2009 (in early 2011, only 
Greece had a higher rate among the leading 50 national economies); 

• the two most successful major sectors from 1994 to 2004 were communications 
(12.2 percent growth per year) and finance (7.6 percent) while labor-intensive 
sectors such as textiles, footwear, and gold-mining shrunk by 1 to -5 percent per 
year, and overall manufacturing as a percentage of GDP also declined;  

• the Gini coefficient measuring inequality rose from 0.56 in 1995 to 0.73 in 2006 
(one of the highest coefficients worldwide) according to the Institute for Democracy 
in South Africa (2009, citing Statistics South Africa), while Bhorat, van der 
Westhuizen, and Jacobs (2009: 80) calculated a rise from 0.64 to 0.69, and the South 
African Presidency (Republic of South Africa 2008: 96) conceded an increase from 
0.67 to 0.70 over nearly the same period; 

• black households lost 1.8 percent of their overall income (including wages, salaries, 
and unearned income) from 1995 to 2005, whereas white households gained 40.5 
percent (Bhorat et al. 2009: 8); 

• total unemployment doubled to a rate of around 40 percent at peak (if those who 
have given up looking for work are counted; otherwise around 25 percent, and just 
6 percent for whites), but state figures underestimate the problem given that the 
official definition of employment, consistent with the International Labor 
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Organization, includes such work as ‘begging,’ ‘hunting wild animals for food,’ and 
‘growing own food’;  

• overall, the problem of capital strike – large-scale firms’ failure to invest – continues, 
as gross fixed capital formation hovered around 15 to 17 percent from 1994 to 
2004, hardly enough to cover wear-and-tear on equipment;  

• businesses did invest their South African profits but not mainly in South Africa: 
Dating from the time of political and economic liberalization, most of the largest 
Johannesburg Stock Exchange firms – Anglo American, DeBeers, Old Mutual, 
Investec, South African Breweries, Liberty Life, Gencor (now the core of BHP 
Billiton), Didata, Mondi, and others – shifted their funding flows and even their 
primary share listings to overseas stock markets mainly in 2000–2001;  

• the outflow of profits and dividends originating from these firms is one of two 
crucial reasons for South Africa’s current account deficit that has soared to among 
the highest level in the world (in mid-2008, it was exceeded only by New Zealand), 
and hence it is a major danger in the event of currency instability, as was Thailand’s 
deficit (around 5 percent) in mid-1997;  

• the other cause of the current account deficit is the negative trade balance during 
most of the recent period; a balance that can be blamed on a vast inflow of imports 
after trade liberalization and an export growth it could not keep up with;  

• another reason for capital strike is South Africa’s sustained overproduction problem 
in existing (highly monopolized) industry, as manufacturing capacity utilization 
especially in de-industrialized sectors such as clothing, textiles, footwear, 
appliances, and electronics fell substantially from the 1970s to the early 2000s;  

• corporate profits avoided re-investment in plant, equipment, and factories and 
instead sought returns from speculative real estate and the Johannesburg Stock 
Exchange: there was a 50 percent increase in share prices during the first half of the 
2000s, and the property boom (largely beneficial to white homeowners in 
established suburbs) was unprecedented.  
 

With this sort of fragile economic growth, subject to extreme capital flight, it is no surprise 
that in the second week of October 2008, the Johannesburg stock market crashed 10 
percent (on the worst day, October 8, shares worth US$35 billion evaporated, and the 
currency declined by 9 percent, while the second week witnessed a further 10 percent 
crash). By way of reaction, the South African Reserve Bank (SARB) came under heavy 
pressure to reduce interest rates – by 5 percent from late 2008 through mid-2009 – and the 
real prime rate fell to the 2 percent range, down from a peak of 15 percent a decade earlier. 
But it did not work, as manufacturing, mining, and retail continued to crash. Although as 
late as February 2009, Finance Minister Trevor Manuel claimed that such moves would 
prevent a recession, he was proven wrong in May when government data showed a 6.4 
percent quarterly GDP decline (the worst since 1984 during anti-apartheid protests), the 
gold price plummet, and the tightening of sanctions.   
 
Evidence of the weakness of South Africa’s economy at that stage was especially poignant 
in the sector that was the fastest growing during the false boom: construction. From 2003 
to 2009, the economy’s main growth engines were construction and finance (Figure 20). 
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During the first quarter of 2009, real sector crash was, indeed, mitigated by the 
construction industry that grew 9.4 percent due to infrastructural investments of rather 
dubious medium-term merits: 2010 World Cup stadia (which failed to cover operating 
costs after the soccer matches), an elite rapid train service for Johannesburg–Pretoria used 
only by professionals given its high cost (US$14 for the airport–Sandton route), the 
persistently failing (albeit generously subsidized) industrial complex at Coega, the world’s 
third- and fourth-largest coal-fired electricity generators (Kusile and Medupi), mega-dams, 
and expansions to airports, ports, roads, and pipelines. But these big projects aside, the 
number of building plans registered in 2008 was already 40 percent lower than in 2007 
and declined further thereafter. 
 
Figure 20: Winning sectors during 2000s ‘growth’ 
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